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Directors’ Report to the Shareholders 


Volume of business in 1962 at $110,009,000 was an increase of 9% over 
last year and set a new record, exceeding the previous high established 
in 1959 by 4%. These figures can be related directly to selling activity 
Since there has been no significant increase in the average selling price 
of the Company’s products during the last four years. All product lines 
Showed increased sales, with substantial gains being made in industrial 
machinery, water pipe and railway track maintenance equipment. 

A programme designed to stimulate product development and 
improvement in manufacturing methods is making satisfactory progress. 
Some products are being discontinued and replaced by others with greater 
profit potential. Further consolidation of production facilities to achieve 
lower manufacturing costs is under way. Although it is expected that 
overall sales may be somewhat lower in 1963, earnings will improve 
when the full effect of these actions is realized. 

Prospects for a good rate of business activity in 1963 appear 
favourable. The increase in momentum which occurred during the last 
quarter of 1962 is expected to be maintained for at least the first half 
of 1963. There is a substantial backlog of orders for the majority of 
the Company’s products. The Company did a creditable volume of export 
sales in 1962 and is actively pursuing many interesting possibilities for 
increasing this volume in 1963. 


Earnings after all charges and before deducting income taxes 
were $3,331,000 for 1962, compared with $3,389,000 for the previous 
year. Income taxes at full rates in 1962 amounted to $1,690,000. In 1961, 
a lesser amount of $1,235,000 was assessed against earnings because 
of a tax credit from prior years. As a result, earnings after taxes in 1962 
were $1,641,000 equivalent to $1.80 per common share as against 
$2,152,000 or $2.43 per common share in 1961. 

Dividends amounting to $181,709 were paid on the 44% 
Preferred shares and $809,874 to the holders of Common shares for a 
total dividend payment of $991,583. Common share dividends of $1.00 
per share were distributed in quarterly payments of $0.25 each. 

During 1962 the Company continued a policy of capital investment 
wherever necessary to improve operating efficiency and reduce manu- 
facturing costs. No individual project accounted for more than 5% of 
the total capital expenditures of $2,339,000. Full depreciation, amounting 
to $2,585,000 was charged to operations. In 1963, expenditures for new 
plant and equipment have been budgeted for approximately $5,000,000. 
Included in this amount is a large outlay for a new concrete water pipe 
plant to be located on the Island of Montreal. 

At a Special General Meeting of the Shareholders held on April 
26, 1962, you authorized By-Law No. 48 to increase the number of 
Directors from thirteen to fourteen. The Honourable F. P. Brais, C.B.E., 
Q.C., senior partner of the law firm of Brais, Campbell, Mercier, Leduc & 
Pepper, and a Director of a number of prominent Canadian companies, 
was elected to the Board. 

Management changes during the year included the transfer of 
Mr. P. M. Draper, formerly Vice-President and General Manager of the 
Pressure Pipe Division, to the Head Office, as Vice-President, Administra- 
tion, and appointments of Mr. C. M. Thomson as Vice-President and 
General Manager of Railway & Power Engineering Corporation, Limited 
and Mr. M. A. Leishman as Vice-President and General Manager of the 
Structural Division. 

Your Directors here record their appreciation and express their 
thanks for the efficient services and co-operation given by the management 
and employees of the Company during the year. 


On behalf of the Board, PEE re 
Montreal, March 8th, 1963 Oe 


President 


Operating Review 


Financial Review 


Consolidated inventories at year end were at the lowest value since 1955 when 
business activity was only 65% of current volume. At $21,088,000, inventories 
provided an average turnover rate of 5.3 times in relation to annual sales. 

A large volume of sales in the latter part of the year was responsible for 
an increase of $5,000,000 in accounts receivables at December 31, 1962. 

Total borrowings at $23,476,000 (funded debt plus bank loans less 
cash on deposit) increased $941,000 during the year. This, however, is a 
substantial reduction over the last four years from a high of $31,000,000. 
The amount of total borrowings at December 31, 1962 was covered by accounts 
receivable. With the redemption of funded debt, bank advances represent 
an increased amount of the total debt and result in a relatively small increase 
in working capital to $17,640,000 at year end. 

A portion of the investments in Government bonds amounting to 
$261,000 which were no longer required for use as tender deposits, were 
sold during the year. There was no change in the value of investments in 
other companies in which minority interest is held. 

In the past decade $33,000,000 has been spent on expansion and 
modernization of facilities, and working capital has increased by $9,000,000. 
Two-thirds of this $42,000,000 has been provided by internally generated 
funds. The net book value of fixed assets at $17,800,000 is only 17% of the 
current annual value of sales of the Company. 

The book value of common shares increased during the year to $29.00 
per share at December 31, 1962. 
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Transmission of Fluids and Gases 


Canada Iron is the largest producer in Canada of cast 
iron pipe and of “Hyprescon” steel cylinder concrete 
pressure pipe. 

Extensive modernization of the Toronto cast iron pipe 
plant was completed in 1961 and a similar program is 
planned for the Trois Riviéres plant. The Company’s new 
product, ductile iron pipe, having received enthusiastic 
acceptance, is now being manufactured at both plants. 

Concrete water and sewer pipe are manufactured at 
Toronto and Montreal. To meet the expanding market for 
“Hyprescon” in Eastern Canada, a new plant, on the Island 
of Montreal, involving an expenditure of approximately 
$4,000,000 will be put in operation in 1964. 

In addition to pipe and pipe fittings, cast iron full 
bronze-mounted sluice gates, “Walworth” valves for the 
petroleum industry, and slide gate and compression type 
fire hydrants are produced. 

During 1962, total sales volume of all these products was appreciably higher than in 1961 and 


made a substantial contribution to earnings. 


Buildings and Bridges 


Canada Iron has become one of the major Canadian fabri- 
cators and erectors of steel structures, with facilities 
located at Dartmouth, Montreal, Ottawa, Toronto, Winni- 
peg, Calgary, Edmonton and Vancouver. 

During 1962, the Company worked on such interesting 
and widespread projects as an asbestos mill at Baie Verte, 
Newfoundland; an iron ore pelletizing plant in Labrador; 
a new alloy steel plant in Sorel, Quebec; the first all-welded 
railway bridge in Canada spanning the Don River, Toronto; 
a large new hospital in Calgary; and a number of large 
bridges, notably the Port Mann Bridge in British Columbia. 

The structural operations were maintained at a satis- 
factory level during 1962 but the surplus of fabricating 
capacity within the industry continued to maintain prices 
at unrealistic levels in relation to costs. 

The Company manufactures a variety of concrete structural and masonry units for the construc- 
tion industry. An outstanding application was the use of over 2,000,000 “Presco Haydite” lightweight 
blocks of 44 different designs in the construction of the Royal Bank Building, Place Ville Marie, Montreal. 

A new product, “Glazex’’— concrete masonry units faced with a plastic coating in a choice of 
many colours—was introduced during the year and promises to be an expanding business. 


Railway Equipment 


The railways are an important market for the 
Company’s products. During 1962, over 1,200,000 
brake shoe units and over 58,000 friction castings 
were supplied to the Canadian railroads. 

An outstanding example of original design and 
engineering has been the “Tamper Autojack 
Electromatic’—a _ versatile, electronically con- 
trolled railroad. track maintenance machine. In 
1962, sales of this heavy-duty tamping equip- 


ment represented 30% of all such machines sup- 


plied in Canada and in the United States. A num- 


ber of units was also shipped to South America and additional exports of this product are assured for 1963. 


Heavy Machinery 


The Company attained a new record for production of 
heavy machinery during 1962. The order backlog at the 
end of the year will permit steady operations throughout 
1963. 

Two important licensing agreements were concluded in 
1962. The first is with the Pacific Industrial Manufacturing 
Co. of Oakland, California—the world’s largest manufac- 
turer of hydraulic press brakes and shears—to manufac- 
ture and sell ‘Pacific’ press brakes. The other agreement, 
with the Farrel-Birmingham Company of Ansonia, Connec- 
ticut, is to manufacture and sell the renowned “Farrel- 
Birmingham” line of gear units. 


The manufacture of a wide range of machinery products 


has been consolidated in a modern machine shop at Trois Riviéres, Quebec. The main products are 
steel mill machinery, pulp and paper equipment, mechanical presses, gear boxes and reducers. 
As the requirements of industry for large-capacity, heavy-duty machinery of technical superiority 


increase, the Company’s participation in this market will continue to grow. 


Rotating Electrical Equipment 


The trade mark “Tamper” designates the rotating electri- 
cal equipment manufactured by the Company. These pro- 
ducts account for a substantial volume of the Company’s 
sales and in 1962 over 226,000 “Tamper” electric motors 
were produced. Generator sets, used exclusively for de- 
fence radar and commercial communications systems, 
were also developed and produced in the Company’s plant 
at Lachine, Quebec. Sales of variable speed drives con- 
tinued to expand rapidly during the year. 

The Louis Allis Company of Milwaukee, Wisconsin, and 
Canada Iron have a reciprocal licensing agreement, and 


through a combined sales effort a number of large orders 


for electrical equipment in both countries have been ob- 


tained including the complete motor requirements for several plants. 


Foundry Products 


Ingot moulds, which are used by all Canadian 
steel mills, are manufactured at the Company’s 
Hamilton plant. Canada Iron is the major pro- 
ducer in Canada of this product and has com- 
peted successfully for export orders. The Com- 
pany also completed the second order for cast 
iron tunnel liners for the subway extension in the 
City of Toronto. This valuable experience enabled 
the Company to obtain an order of approximately 
7,500 tons for this product from the City of 
New York for delivery in 1963. 

As anticipated, conversion by the Railways from cast iron railway car wheels to steel wheels 


made it necessary to close down the wheel foundries at St. Boniface, Man., and New Glasgow, N.S., 
during the year. The gradual reduction in requirements of cast iron wheels has resulted in the closing 
of four plants over seven years and only one wheel foundry now remains in operation. 

Many cast iron foundry products have been replaced by other materials in recent years. Extensive 
studies of future markets point up the need to rearrange and consolidate production facilities. A con- 
tinuing programme of applied research and product development is providing further opportunities for the 


foundry industry through the introduction of new alloy metals of high wear-resistant qualities and 
precision-manufactured castings. 


Warehousing and Distribution 


Warehouse sales of mild steel bars, structural shapes and 
flat rolled products, from stocks carried at the Company’s 
eight structural steel plants, amounted to approximately 
$6,000,000 in 1962. 

Our sales agency Division, Railway & Power Engineering 
Corporation, Limited, through coast-to-coast warehouse 
and sales facilities, distributes a wide range of high-quality 
aircraft, chemical, electrical, mining, transportation, and 
general industrial supplies and equipment. 

In 1962 there was a modest improvement in sales 
volume. The adverse exchange rate of the Canadian dollar 
reduced profits from the sale of imported products. How- 
ever, overall earnings were increased as a result of the 


elimination of a number of non-profitable product lines. 


Organization Development 


Following upon the major re-organization carried out in 1961, further organizational changes have been 
made with the objective of achieving more economical corporate performance. 

In 1962, the operations of two sales agency companies, Paper Machinery Limited and Paper 
Mill Equipment Limited, were merged with those of the Mechanical Division, thus adding pulp and 
paper mill processing equipment to the range of products of the Division. 

The Municipal Products Division and the Pressure Pipe Division have recently been merged to 
form a single new Pipe Division. This consolidation brings together the Company’s considerable manu- 
facturing and marketing facilities to serve more effectively the growing fluid and gas transmission field. 

The present organization is detailed on the final page of this report. 


Statistical Review 


Sales 

Income Taxes 

Net Earnings 

Dividends on Preferred Shares 
Dividends on Common Shares 
Earnings per Common Share 
Dividends per Common Share 
Working Capital 

Capital Expenditures 
Depreciation 

Number of Employees 
Number of Common Shareholders 
Common Shares Outstanding 


Book Value per Common Share 


1962 
$110,009,000 
$ 1,690,000 
$ 1,641,526 
$ 181,709 
$ 809,874 

$1.80 

$1.00 
$ 17,639,279 
$ 2,338,648 
$ 2,905,637 
4,725 
2,201 

809,874 

$29.00 


1961 


$100,801,000 


>. 3t,239,000 
S$ 2o20 87 
$ 181,709 
$ 809,874 
$2.43 
$1.00 

$. 17561663 
$ SSL O72 
3 “2,613;399 
4,670 

S827 
809,874 
$28.20 


1960 


$101,346,000 


> 1,724 587 
$ 1,736,264 
$ 181,709 
$ 911,108 
$1792 
$1.12% 

} 17583,969 
$ 1,417,626 
$ 2,266,468 
5,72 
4,850 
809,874 
$26.76 


1959 


$105,712,000 


$ 1,790,140 
$ 463,635 
$ 187,108 
$. 1,209,083 
$0.34 
$1.50 
$ 16,996,670 
> 4,690;93% 
23195885 
5,421 
4,712 
809,874 


$29.97 


1958 


$ 88,255,000 
pa2,220,03/ 
$ 2,454,983 
$ 205,300 
> 1,136,603 
$2.84 
$1.50 
pe21,156,927 
pee, 204,517 
$ 2,288;494 
5,045 
4,725 
7935218 


$26.91 


1957 


85,277,000 
2,302,475 
2,484,188 

207,236 
1,079,500 
Pouko 
$1.50 

21,447,432 
7,805,263 
2,394,627 

4,859 
4,860 
722,254 


$27.86 


1956 


$ 86,766,000 
Oo, 193,600 
$ 4,383,919 
$ 159;375 
$ 1,056,994 
$5.94 
$1.50 
$ 19,805,794 
$ 2,886,627 
Sateo il 201s 
5251 
4,998 
711,475 


$26.23 


1955 


67,487,000 
2,187,000 


2,993,904 


890,938 
Po.7 2 
21.27% 
13,649,746 
2145897 
1003;255 
4,590 
5,130 
698,775 


$22.03 


1954 


$ 58,976,000 
52) 2,520,000 


Sues Oo a2 


$ 708,903 
33:38 
$2.20 

$13,067;920 

$ 1,479,264 

$ 1,225,646 

4,200 
5,104 
698,775 


$25.97 


1953 


$ 52,651,000 
$e 9265750 


$ 1,645,363 


$ 5/9;330 
$3.41 
$1.20 

$ 10,167,403 

$ 1,436,453 

S l,282,902 

4,150 
3,940 
482,775 


$27.27 


Consolidated 


as at December 31, 1¢ 


Assets 
1962 
CURRENT ASSES 
OF) 9 eR SPE e th eG ie pnt ie: Teer OBO HOUaeSoao ods anes 323,440 
Government guaranteed bonds—at cost 
(quoted market; values$355, 000) erste eee ie eae eee 399,038 
Accounts receivable, less provision for doubtful accounts..................-. 23,857,836 
Inventories at thes lOweriotecoSt Om hnalhe tenes eee 21,088,211 
Prepaid @xPenS@ss s vapassvete sens tapstouien sence eeerer enone tes Mest cheney nee orice ae ane eo SZ 235 
Total: ‘current: asSets 27 case Saree eee ee ee ne heise oo ar ee 45,980,760 
INVESTMENT IN OTHER COMPANIES 
Shares =a... COST. ce .5 sake: seas eevee Re eco hence ore ae 819,920 
FIXEDSASSEUS 
Propenty,splant and equipment at coStaerraeec ne nee eee ere 45,048,893 
Accumulated “depreciationia..t ccwreme lem center cre enone nee ie eee 27,248,419 
17,800,474 
UNAMORTIZEDs DEBIEING UR Ex DIS GO) WiINieeese ee ere ara 287,536 


SIGNED ON BEHALF OF THE BOARD 
T. F. Rahilly 


Hane \ DIRECTORS 


$64,888,690 


1961 


386,626 


659,766 
18,864,831 
21,781,205 


394,568 


42,086,996 


819,920 


43,395,247 


25,347,584 


18,047,663 


312,994 


$61,267,573 


2 (with comparative figures for 1961) 
Liabilities 
1962 1961 
CURRENT LIABILITIES 
SIGUA ELGG [etek San Acid oa tae AN 8 aL i ne 14,171,756 12,448,649 
BCCOUM Se DaVvabler ands ACCrUeC (GXDeENSOS< s.). aia sce. sls a ea hb cw bloc e havaiwie als i125 7,008 10,232,806 
PRC CMCC MAN a OIC tmnina ene mina tne ek ners Meek oa dug. gue oh ne alee 247,896 247,896 
PME COMING MNEAIN GS Ee Rat terrae Man Be Peon en tie tawtcis Mert gee ae a. Sara re es om Mig aes Ghenied 1,859,022 750,957 
| BUNCGecdecdebinmnaluiniicawitalneOneey Cale aerate rine aera racer: 845,000 845,000 
VEUEN ING OPA ea ANTE) aN TT EAS aii og Bn berg ARs ri Pa ae 28,341,482 22 OOS 
FUNDED DEBT — not maturing within one year (see schedule)............... 8,782,000 9,627,000 
MGA Me Genre ce eam rete ai staal oat red GAC ane doe Yaae ae ea ole oe 37-123,462 34,152,308 
Shareholders’ Equity 
PREFERRED SHARES 
Authorized — 
100,000 preferred shares of $100 par value 
Issued and fully paid — 
42,755 4%% cumulative convertible redeemable preferred 
SUPE] Rees LS kee PICT 9 (oie ee Pe Rens Or) ir a ee ale ee 4,275,500 4,275,500 
COMMON SHARES 
Authorized — 
2,000,000 common shares of $10 par value 
Issued and fully paid — 
BOSS ACCOMM Ome Sales wie atc anak eee aes oils dS eR ou e ae pao na oetna oa 8,098, 740 8,098,740 
PEGE ORE AR IN Go ue ee ee ady SO eee la ye 15,390,968 14,741,025 
27,765,208 27,115,265 
$64,888,690 $61,267,573 
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Consolidated Statement of Earnings 


PROFIT FROM OPERATIONS, 


before: the fol OWING 5% seeetceetera a ain cesses cr csense seen ator eae TEN Se RT eT 


RemuUnerationaommexecutives OfflCerSeecccseacetaceweeterrecceee ee Seer ree 


Directors’ fees.. 


Legal fees....... 


Coe meee eer eres reese ese sere eereeresreeseseeeeeeeseeresereseerereessseors 


eee em ee meee eee errr eres ee eeesre eee eeeeeoee eee eee reeree ere eee eseeeoene 


lnterest-on- funded: Celt woke hhsntoee oak etc rere een ees Aine nee cee eee 


OTHER INCOME 


PROVISION FOR 


ee ee eee wore ee eee eee ere ee ereee sree eee eres essere eresresrerseee 


Ce 


INCOME STAKES aie ates cust toes sates ere etenec sant eye ene ge enero 


For the year ended December 31, 1962 (with comparative figures for 1961) 


1962 


$110,009,000 


6,810,124 


315,867 
19,500 
45,929 

591,444 
25,458 
2,585,837 


3,584,035 


3,226,089 


39,092 
65,845 


3,3315526 
1,690,000 


1,641,526 


$ 1,6417526 


1961 


$100,801,000 


6,920,614 


365,158 
18,600 
68,636 

645,604 
25,458 


2,613;399 


3,736,855 


SL SSeioo 


173,244 
32,231 


3,389,234 


1,235,000 


2,154,234 
2,047 


$ 2,152,187 


Consolidated Statement of Retained Earnings 


For the year ended December 31, 1962 wwith comparative figures for 1961) 


1962 1961 
BeaNameSr dLeDeGINMING Ol VCAl Gee .c. eee eeeus se. 14,741,025 13,580,421 
INCERCAT MINIS SEONG VCAl eres ee Suet tons od tot Ret cee Ne or d's oo a rcstoree ete reas 1,641,526 Peavey 
16,382,551 15,732,608 
Dividends — 
Ones 4ooupreterrecesharesy carmen tone arate Lata scle contac eahe 181,709 181,709 
ORECOMMONES Anes tere a tera Merron ee esrpee. ern tn ee reas Vo aren els Bats 809,874 809,874 
991,583 991,583 
SoG CrolaEMGuOle Calete ws weenie tun owe ea $15,390,968 $14,741,025 
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Schedule of Funded Debt 


As at December on 1962 (with comparative figures for 1961) 


1962 
434% Sinking fund debentures, series “A”, 
due Decemberel5;21965 fe es eee ee 3,500,000 


Sinking fund requirements — 
$400,000 on December 15, 1961 to 1964 
Redeemed to. datetesine sien ce ear oe cee ent 800,000 


534% Sinking fund debentures, series “B”, 
due Aprils biel OG IRN eee. cere ects oe ee ie ere ree teeepeee® 1,652,000 


Sinking fund requirements — 

$70,000 on April 15, 1958 to 1965, 

$272,000 on April 15, 1966 to 1968 

Redeemed Moxdate secs oko een rami armen eres 350,000 


644% Sinking fund debentures, series “C”, 
dule Octoberml 5 SiGe Hiren ctr sess nee er eres 7,500,000 


Sinking fund requirements — 
$375,000 on October 15, 1958 to 1976 
Redeemed tot date wc cic cettrceetne: coe Seer ee earns 1,875,000 


FUNDED DEBT 


Maturing within one year 


eee eee eres eer eee eee sree eeeeoeees 


Not maturing within one year 


eee ewer rere ree eee ees esoeeee 


2,700,000 


1,302,000 


5,625,000 


$9,627,000 


845,000 


8,782,000 


$9,627,000 


1961 


3,100,000 


1,372,000 


6,000,000 


$10,472,000 


845,000 


9,627,000 


$10,472,000 


MCDONALD, CURRIE & CO. 


CHARTERED ACCOUNTANTS 


COOPERS & LYBRAND TELEPHONE 
COOPER BROTHERS & CO. VICTOR 9-831! 
CANADA UNITED KINGDOM. UNITED STATES OF AMERICA, MEXICO. BERMUDA, 
CHARTERED ACCOUNTANTS CABLE ADDRESS 
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CHARLOTTETOWN HALIFAX RIMOUSKI SHERBROOKE HAMILTON MONTREAL | 
UNION OF SOUTH AFRICA, CENTRAL, EAST AND WEST AFRICA KITCHENER WINNIPEG EDMONTON CALGARY VANCOUVER QUEBEC, CANADA 


February 20, 1963 


AUDITORS' REPORT TO THE SHAREHOLDERS 


We have examined the consolidated balance sheet of 
Canada Iron Foundries, Limited and subsidiary companies as at 
December 31, 1962 and the consolidated statements of earnings 
and retained earnings for the year ended on that date and have 
obtained all the information and explanations we have required. 
Our examination included a general review of the accounting 
procedures and such tests of accounting records and other 
supporting evidence as we considered necessary in the 
circumstances. 


In our opinion, and according to the best of our 
information and the explanations given to us and as shown by 
the books of the companies, the accompanying consolidated 
balance sheet and consolidated statements of earnings and 
retained earnings are properly drawn up so as to exhibit a true 
and correct view of the consolidated state of the affairs of the 
companies as at December 31, 1962 and the consolidated results 
of their operations for the year ended on that date, in accordance 
with generally accepted accounting principles applied on a basis 
consistent with that of the preceding year. 


CHARTERED ACCOUNTANTS 


Divisions and Products 


Foundry 


Mechanical 


Pipe 


Structural 


Tamper 


Western Bridge 


Railway & Power Engineering 
Corporation, Limited 


C ) 
C. M. Lovsted & Co. (Canada) 
Limited 


Ingot moulds, gray iron and alloy iron castings, industrial wheels, brake shoes. 


Steel mill equipment, pulp and paper machinery, general machinery, Wal- 
worth valves, sheet metalworking machinery, gear products, rubber and 
plastics machinery. 


Cast iron pipe and fittings, ductile iron pipe, municipal castings, hydrants, 
sluice gates, concrete pressure pipe, sewer and culvert pipe, concrete blocks, 
masonry units, glazed faced blocks and bricks, prestressed concrete struc- 
tural shapes. 


Structural steel for buildings and bridges, steel joists, reinforcing steel, 
warehouse steel, cranes, transmission towers, pre-engineered steel buildings, 
hydraulic structures. 


Electric motors, rotary electrical products, railway track maintenance equipment. 


Structural steel for buildings and bridges, steel joists, reinforcing steel, 
warehouse Steel, cranes, transmission towers, pre-engineered steel buildings, 
hydraulic structures, galvanizing. 


Sales agency company for electric motor control apparatus; instrumentation 
and electronic products; rail, bus, truck and aviation products; pumps; stain- 
less steel; tube fittings; hydraulic hose, fittings and other components. 


Sales agency company for railway car wheels, brake shoes and allied equip- 
ment; material handling equipment, hydraulic valves, fittings, pumps, highway 
marking and detection devices. 


Canada Iron 
FOUNDRIES, LIMITED 


